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Abstract 
Measurement of financial performance of enterprises and its evaluation belongs to basic identifiers of the overall success of the 
enterprises in the market. Knowing the indicators representing financial performance related to the dynamic environment, where 
the enterprises operate, and also related to the ongoing pressure of their surroundings on improvement is a key element by 
increasing the competitiveness and strengthening the position in the market. Although the usage of nonfinancial indicators is still 
more often promoted, financial indicators are able to factually and accurately evaluate condition of an enterprise based on its 
previous development. The aim of this article is evaluation of financial performance of enterprises operating in IT sector based 
on the setting of financial indicators, which specify their performance in the best way, while operating results of the enterprises 
are analyzed using chosen financial indicators. Taking the ability of indicators into account, the performance of given enterprises 
in IT sector is going to be defined in the best possible way.   
© 2016 The Authors. Published by Elsevier B.V. 
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1. Introduction 
Evaluation of financial performance belongs to key activities of each enterprise while evaluating its current state 
and comparing it with objectives. The term performance can be characterized as an ability of enterprise to appreciate 
investments given into business activities, which will contribute to continual self-improvement and achievement of 
goals (Šulák, 2005, p. 7). It is one of the tools, knowing which helps to manage an enterprise efficiently. In contrast 
with the past periods of time, when evaluation of financial performance of enterprises was being performed mainly 
by bank institutions as a base for credit provision, in modern environment, evaluation of financial performance of 
enterprises still more attracts their owners or other stakeholders. And considering stakeholders is what enables to 
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evaluate business performance from various perspectives. Based on this trend, ways and indicators characterizing 
financial performance have changed as well. From the focus on evaluation of financial performance through sales 
and profit, followed by orientation on maximization of profit to, above all, return on capital employed and creation 
of value for owners of enterprise recently (Pavelková - Knápková, 2009). 
Use of evaluation of financial performance of enterprises is typical, above all, for enterprises with higher number 
of employees, mainly focusing on manufacture. These enterprises need to evaluate their performance especially for 
needs of their owners to have information available concerning return on invested funds, their utilization and 
commitment in individual components of assets. However, evaluation of financial performance is a key element of 
management process in other enterprises performing different business activities too. Enterprises engaged in 
information technologies (IT) represent one of specific examples. These enterprises are included in the service 
sector. Their business activities are mainly provision of information content and infrastructure enabling the transfer 
of information, and services linked with development, instalment, integration and customization of software. As the 
development of progressive technologies still more often emphasizes their usage not only in private life, but 
especially in business, enterprises engaged in these technologies have begun to emerge. The situation is not different 
in Slovakia. Year-over-year, the number of enterprises providing information services rises by almost 1 000 of 
business entities (Statistical office, 2014). Nowadays, enterprises engaged in IT represent 3 % of overall number of 
business units in Slovakia. There are several specific features in relation to evaluation of performance of these 
enterprises. Dynamics of the sector is first of them. It significantly influences direction and management of these 
economic entities. Intangibility of provided products, in the form of software or information, is the second. And 
there is also the low need of tangible assets of these enterprises and the difficulty with identifying product costs.  
The aim of this article is to evaluate financial performance of enterprises operating in the Slovak Republic 
engaged in the provision of IT services, taking the rising tendency of usage of information technologies in the world 
into account. And that all while considering the connection of these enterprises with those operating outside IT 
industry, as their important suppliers of information. As these services are specific because of the transfer of 
information, problem areas of evaluation of financial performance of mentioned enterprises will be identified 
subsequently.  
2. Material and Methods 
For the needs of defining objects of research in the field of financial performance of enterprises engaged in IT, 
these enterprises were identified based on their place in Statistical Classification of Economic Activities SK NACE 
Rev. 2. Enterprises engaged in information technologies are grouped in section J - Information and communication. 
There are also enterprises engaged in communication within this section, that is why division 62 - Computer 
programming, consultancy and related activities; was chosen. Its primary focus is programming and consultancy in 
the field of computers and information technologies. This division includes classes (Financial administration, 2007):   
x 62.01 Computer programming activities 
x 62.02 Computer consultancy activities 
x 62.03 Computer facilities management activities 
x 62.09 Other information technology and computer service activities. 
Legal form of business entity was also a selection criterion. The research was focused on legal form - limited 
liability company using double-entry bookkeeping. Based on information from Statistical Office of the Slovak 
Republic and from the portal of Register of Financial Statements, 6435 business entities with limited liability 
company as legal form were identified in division 62 - Computer programming, consultancy and related activities. 
For the relevance of gained data, two other selection criteria were identified for further choosing of the sample of 
enterprises to be processed. It is the size of enterprise (more than 25 employees) and financial statements for at least 
two accounting periods.  
Based on these selection criteria, 101 enterprises were chosen and their financial statements were gained 
subsequently from the portal of Register of Financial Statements (Register of Financial Statements, 2015). The 
analysis and evaluation of financial performance of enterprises were performed according to the data stated in 
balance sheets, profit and loss reports and notes included in financial statements. 
To meet the needs of evaluation of financial performance of IT enterprises, based on theoretical knowledge in the 
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field of financial performance measurement, following indicators were selected: 
x return on assets (ROA), return on equity (ROE) and return on sales (ROS) as indicators defining profitability and 
so business performance is defined as well, because they provide information about appreciation of invested 
capital, creation of new resources and achievement of profit from the use of capital. It can be stated that return 
indicators evaluate overall efficiency of individual activities.  
x liquidity indicators (cash ratio, quick ratio and current ratio) identifying the ability of enterprise to pay its 
liabilities. They represent assessment criterion considering their use for various stakeholders (Růčková, p.48). 
x total asset turnover as indicator of commitment of total invested capital, serving to measure efficiency of 
utilization of total assets. It shows number of turnovers of total assets per year. This indicator is calculated as a 
ratio of annual sales revenue and total assets of a company (Sedláček, 2011, p.61). 
x indebtedness indicator as an additional indicator to return on assets and return on equity, defining share of 
liabilities in total assets of enterprise. 
Descriptive statistics were chosen for the needs of analysis of financial performance of enterprise, as a tool using 
which data are processed and their numeric characteristics are calculated. These subsequently serve to identify 
strenghts and weaknesses of performance of enterprises in IT sector. 
3. Results and Discussion 
Based on the data gained from accounting statements of individual enterprises, indicators characterising financial 
performance for each of them were calculated. These sets of values for individual years were firstly analysed for 
their distribution and it was confirmed that financial indicators cannot be described by normal distribution. 
Secondly, descriptive statistics were used as a tool serving to define total performance of enterprises engaged in IT 
industry.    
By the analyses of return indicators, as main ratio indicators defining financial performance (Table 1), it was 
found out that mean values of return on assets, which defines performance from the perspective of profit generation 
in relation to assets owned by enterprises, were decreasing during studied periods. Decrease of mean values of this 
indicator means that use of assets of enterprise lowers in relation to profit generation. But the mean values of 
indicator were still above 15 % which is relatively optimal in relation to performance evaluation.  However, it is 
necessary to state that enterprises engaged in the field of IT should have higher values of return considering 
relatively lower asset requirements related to their business activities. But analyses of percentiles showed that 50 % 
of enterprises had lower values of return on assets than the mean value and just by this percentile the ROA value 
dropped the most significantly in 2014 in comparison with previous periods. The total decrease of indicator was 
caused by increase in assets of enterprises, which rose by almost 480 thousand Euros averagely per enterprise, while 
earnings before interest and taxes rose by 163 500 Euros averagely per enterprise.    
     Table 1. Evaluation of profitability indicators in IT enterprises between 2012 and 2014. 
Parameters/Years 
ROA ROE ROS 
2012 2013 2014 2012 2013 2014 2012 2013 2014 
Minimum 0.0010 0.0044 0.0021 0.0132 0.0025 0.0026 0.0007 0.0022 0.0016 
Maximum 1.0879 1.1289 1.0882 3.0111 11.5528 12.2126 0.7772 1.3469 7.0137 
Mean 0.2045 0.2036 0.1904 0.5231 0.6348 0.8141 0.1097 0.1251 0.1869 
Median 0.1359 0.1287 0.1026 0.3989 0.3502 0.3677 0.0679 0.0796 0.0650 
Stand.dev. 0.2150 0.2289 0.2238 0.4869 1.2427 1.6223 0.1250 0.1743 0.7335 
Percentil 5 0.0124 0.0097 0.0126 0.0217 0.0148 0.0229 0.0062 0.0038 0.0070 
25 0.0563 0.0531 0.0532 0.1779 0.1350 0.1577 0.0276 0.0255 0.0310 
50 0.1359 0.1287 0.1026 0.3989 0.3502 0.3677 0.0679 0.0796 0.0650 
75 0.2579 0.2594 0.2434 0.6689 0.9344 0.9795 0.1462 0.1551 0.1455 
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The second indicator characterising performance of enterprise, mainly from the perspective of owners, is return 
on equity. It had opposite trend to the one that return on assets had during studied periods.  Return on equity was 
rising gradually and so it reached its highest mean value in 2014. In this year profit represented more than 81 % of 
equity of enterprises. But it is needed to focus on revealing possible risks when considering relatively high values of 
ROE indicator in relation to lower values of ROA indicator. This critical factor can be revealed by using analyses of 
indebtedness through the ratio of liabilities to total assets of enterprise. Enterprises in IT sector have more liabilities 
available, because the value of indebtedness indicator by 50th percentile was above 55 % during studied periods. 
This means that enterprises have less equity than liabilities and they cover their assets more by liabilities. The mean 
value of liabilities based on percentile dropped in 2014 in comparison with previous period, what can be perceived 
favourably by creditors in a significant way. On the other hand, it is needed to keep in mind that costs related to 
liabilities are lower than those related to equity in most cases. And also, lowering the use of liabilities can mean 
increasing costs related to equity and subsequently lowering the profit and return as well. At the Figure 1 it can be 
seen that mean value and also median of indebtedness indicator of IT enterprises in 2014 dropped in comparison 
with previous periods and the number of enterprises with debts above 50 % is 63 of total.  
a)       b) 
 
 
 
 
 
 
 
                    
Fig. 1. (a) Development of mean value, median and 50 percentile of indebtedness; (b) The number of enterprises with indebtedness to 50 % and 
above 50 % in 2014. 
Return on sales is the last one of profitability indicators. It defines the value of net profit attributable to unit of 
sales revenue. The mean value of indicator was rising during studied periods, what means that the part of profit 
gained from sales was rising. But, using percentile, as an analytical tool, reveals that the value is not relevant in 
relation to mean value until the 75th percentile. This means that only 25 % of enterprises were reaching values near 
the mean of indicator and the value defining 50th percentile is markedly under the mean value during studied 
periods. This results in the fact that although enterprises were reaching sales revenue from their products and 
services, a large part of them was being lowered by costs and only a little part of them was participating in profit 
generation.   
Liquidity indicators represent another group of indicators defining business performance. Financial performance 
of an enterprise needs to be assessed also from the perspective of ability to repay debts and ability to finance 
opportunities appeared. The ability to keep liquidity in check is very important for an enterprise, because an 
enterprise which is not able to repay its obligations is no longer able to conduct its business. Based on the indicator 
of cash ratio it is possible to state that there are enterprises in IT sector that did not have cash available during 
studied periods, what could cause them troubles by repaying their obligations. But on the other hand, there are also 
enterprises that, on the contrary, had a lot of cash and money on their bank accounts, what means that they were not 
using the gained money efficiently. Based on the mean value of indicator it can be stated that enterprises had 
immediate funds available, and in comparison with recommended values, with maximum of 0.5, there was a non-use 
of free funds. 
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     Table 2. Evaluation of liquidity indicators in IT enterprises between 2012 and 2014. 
Parameters/Years 
Okamžitá likvidita Bežná likvidita Celková likvidita 
2012 2013 2014 2012 2013 2014 2012 2013 2014 
Minimum 0.0005 -0.2549 -0.0159 0.1695 0.3389 0.1932 0.3651 0.3389 0.1932 
Maximum 18.2634 15.2741 9.7083 93.9168 31.6379 16.5297 93.9168 31.6379 16.5297 
Mean 1.4807 1.8099 1.3735 4.6601 4.5706 3.1830 4.7650 4.4546 3.1052 
Median 0.6897 0.6742 0.4806 2.2122 2.1966 1.8971 2.2213 2.1966 1.8017 
Stand.dev. 2.5273 2.8374 2.2485 10.6499 6.2142 3.2161 10.6915 6.1637 3.2444 
Percentil 5 0.0031 0.0094 0.0049 0.6179 0.6017 0.6739 0.6618 0.5566 0.5465 
25 0.1510 0.1551 0.1292 1.3317 1.2660 1.1298 1.3706 1.2292 1.0339 
50 0.6897 0.6742 0.4806 2.2122 2.1966 1.8971 2.2213 2.1966 1.8017 
75 1.6652 1.8625 1.3172 3.7761 4.6362 3.8607 4.0248 4.4733 3.7839 
95 6.9541 8.2439 7.7875 19.3975 21.9395 10.8473 19.3975 21.4468 10.8473 
 
The mean values of quick ratio and current ratio were high in this case because of some entities whose high 
values of current assets influenced the analyses significantly. It is clear when looking at percentiles where quick 
ratio reached higher values than recommended in the middle of the set. Current ratio was ranging between 1.8 and 
2.2 during studied periods, what is optimal for this kind of indicator. Quick ratio and current ratio were not varying a 
lot during studied periods what is caused by business activity of IT enterprises. These keep only a little inventory, 
because they provide services or develop and make products on order. 
Asset turnover was chosen from activity indicators as an identifier of use of assets of enterprise. By the means of 
descriptive analyses it was found out that enterprises in IT sector can use their assets efficiently in relation to sales 
generation. During studied periods, enterprises situated in the quarter of the set and higher were able to utilize their 
assets and turn them over more than once a year. Taking into account that IT enterprises do not have the need of 
owning as big amount of assets as manufacturing enterprises for example, the assumption is that the recommended 
value should be higher than 1 in this case. This assumption can be confirmed also by the fact that enterprises 
situated in the middle of the set were reaching much higher values. 
      Table 3. Evaluation of turnover asset in IT enterprises between 2012 and 2014. 
Parameters/Years 
Obrat aktív 
2012 2013 2014 
Minimum 0.2677 0.0260 0.0002 
Maximum 6.8393 6.8879 7.2034 
Mean 2.1493 2.0921 1.9974 
Median 1.9202 1.8270 1.7692 
Stand.dev. 1.2508 1.3335 1.2115 
Percentil 5 0.5790 0.6742 0.6985 
25 1.3616 1.1165 1.2020 
50 1.9202 1.8270 1.7692 
75 2.5785 2.6580 2.4710 
  
95 4.7271 5.0873 4.4159 
 
Analysing financial performance indicators brought the capability to evaluate efficiency of financial management 
of enterprises in three studied periods. Enterprises in IT sector are able to manage themselves efficiently and use 
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their assets to generate profit. This was identified by asset turnover which was reaching very positive values. The 
solvency of enterprises is also at very good level, considering that cash ratio and quick ratio were above 
recommended boundaries and current ratio was inside boundaries. But it is necessary to focus on the fact that 
although enterprises are solvent, high amounts of money, inventory and receivables are making them unable to use 
these funds for other purposes. So they cannot seize some opportunities that could contribute to their further 
development. Covering assets of enterprises by equity and liabilities can be identified as balanced. Enterprises use 
liabilities slightly more to cover their assets, but to a reasonable degree. This can contribute to lowering costs of 
assets. Finally, it is needed to evaluate return indicators describing profitability and performance of enterprises. The 
profitability of enterprises was reaching good values during studied periods from the perspective of assets. However, 
it was dropping by year-over-year comparisons. This was caused by increase of assets of enterprises. Return on 
equity was reaching high values and while adding information of indebtedness, it can be spoken of positive trend, 
because these values were not caused primarily by low values of equity. From the perspective of sales revenue and 
profit generation, the return values are very low. It was caused by high costs that needed to be covered by these sales 
revenues and so their share in profit dropped. 
4. Conclusion 
IT enterprises represent a particularly interesting sector because of its ongoing, fast development and infiltration 
into all other business, but also private, fields. Sector, which these enterprises are engaged in, offers services that are 
changing constantly. It can be said that, nowadays, information technologies are used almost by all people and 
enterprises engaged in other business activities, and that they gained their significant position on the market. That is 
why it was needed to focus on the analyses of those business entities that gain profit just from information 
technologies. Based on the analysed sample, it can be stated that enterprises engaged in provision of IT services are 
recently achieving very good results in the field of financial performance.  They can be identified as solvent in 
relation to achieving high values in the field of liquidity. They are also profitable based on analyses of return 
indicators and relatively little indebted. This state is definitely attributable to the sector they operate in today. Hence, 
it will be very interesting to continue watching changes of financial performance of enterprises in this sector and 
identifying critical aspects of achieving high performance. 
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